
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE PETITION OF BLUEQRASS QAS SALES, INC. ) 
FOR APPROVAL OF A CERTIFICATE OF CONVENIENCE ) 
AND NECESSITY TO CONSTRUCT FACILITIES, ) CASE NO. 
APPROVAL OF FINANCING, APPROVAL OF INITIAL ) 94-433 
RATES AND OPERATION OF A NATURAL QAS 1 
DISTRIBUTION SYSTEM 1 

O R D E R  

IT IS ORDERED that Bluegraee Gas Sales, Inc. (qqBluegraeeqq) 

ehall file the original and 10 copies of the following information 

with the Commioeion, with a copy to all parties of record within 20 

daye from the date of thio Order. Bluegraee shall furnish with 

each responee the name of the witneee who will be available to 

reepond to queetions concerning each item of information requeeted 

should a public hearing bo echeduled. 

1. Refer to Item 6 of the application. Provide copiee of 

documentation which eupport the atipulation of eaeemente along the 

proposed rights-of-way of the mainline. 

2. Refer to Exhibit 2. Provide a breakdown of the cost of 

construction of the propoeed Bluegraee Dietribution System. 

3. Provide the name and experience, in the conetruction of 

gae pipelines, of the succeeeful bidder, and a copy of the eigned 

contract between BlUegraEE and the construction contractor. 

4. Provide pipe specifications, aohedule, material, wall 

thickness, and diameter ae provided by the manufacturer. 



5.  What type of odoriror and odoriiing equipment are going to 

be installed for the Bluegraes Distribution System? Provide the 

propertien of odorant and odoriring rates when available. 

6. What type of gas motors and regulators are going to be 

installed for Bluegrass oustomors? 

7. Provide support for selection of 300 Mcfd as a peak 

demand. 

8. Provide the proposod construction schedule. 

9. Provide the following information rogarding the existing 

dietribution eyetem: 

a. Location. 

b. Length, type and ago of the lines) type and age of 

metere and regulatore. 

a .  Estimated coat of the eyotem. 

d. Records of preeeure tests. 

10. Provide the name, location and production history of each 

local well which will supply gas to the proposed distribution 

eyotem. 

11. Provide financial statements prepared in accordance with 
the Uniform Systom of Accounts for gas utilitiee in the same detail 

as required in the Annual Report form. A copy of the report form 

is provided ae Exhibit 1 to this Order. 

12. Provide copies of all rupporting documentation for Blue- 

graee'e eales projections. The documentation should include a copy 
of any customer surveys performed by Bluegrass as well as a compi- 

lation of the eurvey results. 
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13. Provide copies of any analysis performed by Bluegraee to 
support the $25.00 per cuetomer, per year management fee. Include 

with this response any cost-benefit analyeie performed by Bluegraee 

that eupporte the use of a management contract with a third party 

in lieu of employing staff. 

14. Provide copiee of any insurance quotee ueed by Bluegrase 

in eetimating its insurance coet. If quotes have not been 

obtained, obtain and forward them to the Commieeion. 

15. Does the proposed insurance policy cover only the utility 

or are other Besets, such as the traneportation pipeline owned by 

Natural Gae of Kentucky, Inc. ("Natural Gae"), ale0 covered under 

the policy? 

16. In its application, Bluegraes etatee that it will rent 

office epace from Mammoth Petroleum Company (Wammoth") and utilize 

Mammoth'e staff as ita management. In light of thie: 

a. Describe the nature of the relationehip between 

Mammoth and Bluegraee epecifically identifying the nature and 

extent of any common ownerehip. 

b. Describe the nature of the relationehip between 

Natural Gas and Bluegrass specifically identifying the nature and 

extent of any common ownerehip. 

c. State whether Natural Gas, Bluegrass, and Mammoth will 

share office epace and employees. 

d. Provide copiee of all procedure6 Bluegraee hae eetab- 

lished to ensure that its recorda and operatione are separate and 
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dlertlnok from that of any oompony wlth whioh BlUegraEE shares staff 
Or aBEetB, 

e. Provide coplao of all prooadures BlIIaQrmIE has estab- 

llehed to eneure fair prlolng of  eervioea between ltsalf and any 

company wlth whloh B l u o ~ r a ~ o  shares Etaff Or aEEett3. 

17, Refer to flxhlblt 2 o t  the opplloatlon. Provide the basis 

for each of the following oxpenses reported In the projected etate- 
ment of oporaklonoi 

rant 

ut i l l  t le@ 
tolophone 

orrioo oxpense 

profeselonal servloes 

repairs and malntananoe 
truck exponse 
cdvortloing 

bad dobto 

trxee and lloonsoa 

doproalatlon 

amortlzatlon 

Inoludo wlth thls responos coplee of any agreements, 

quotee, intorn81 anelyolo, or other dooumcntation to support the 
propomd levo1 of oxpenso, 

18. Roller to Nota E of the Bummary of Slgnlflcant Projection 
ABBUmptLOnE and Aoaountlng Polioles. Justify recording year-end 
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accounts payable in an amount equal to one-twelfth of the cost of 

sales. 

19. Provide any correspondence or other documentation avail- 

able concerning the proposed $147,500 construction loan. Include 

all terms and conditions and state who is providing the loan funds. 

Provide copies of any loan documents Bluegrass has to sup- 

port the level of interest expense projected on the income state- 

ment. Include an amortization schedule for the loan generating the 

interest expense. 

20. 

21. Refer to Notr: H of tho Summary of Significant Projection 

~ssumptions and Accounting Policies. Justify the recording of 

year-end accounts receivable at an amount equal to one-twelfth of 

yearly sales. 

22. Provide copies of all documentation for the $8,000 in 

organizational coots recorded on the Balance Sheet included in 

Exhibit 2. Include all assumptions relied upon in arriving at the 

level of these costs and the proposed amortization period. 

23. Reconcile the $8,000 in Organizational Cost as shown on 

the Balance Sheet with the $10,000 in Organizational Costs included 

on the Cash Flow Statement included in the same exhibit. 

24. Provide an analysis of the rate of return on rate base and 

on capital for each year for which Bluegrass has provided a finan- 

cial projection. Include all supporting workpapera, assumptions, 

and other documentation to support the projected returns. 

25. Provide copies of any existing management contracts to 

which Bluegrass is a party. 
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26. What exparienoa doe0 the management of Oluegramm have in 

operating looal distribution aompanies? 

27. Refor to Exhibit 2, summary of Signifiaant Projection 

Aoeumptiono and Aoaounting Polioies, Noteo B and C. 

a. How were the austomer number astimatee derived? 

b. How wan tho 63 .25  per Mof gas coot estimate derived? 

0 .  Identify the ouppliers and the aseooiated volumen 

eXpeOted to be purahaoad from eaoh referenced in Note C. 
d .  Im the Qam TranOpOrtatiOn Rate expeated to be $2 .25  or 

$2.35 per M O f ?  

28. Ham Bluegrams attempted to obtain a tariffed tranoporta- 

tion rate from Natural Qae? 

29. Dosaribe Bluegrass’s efforts to obtain a reasonable 

delivered gam coot for ito auotomerr. 

Done at Frankfort, Kentucky, this 221r.I dny of F e h r y ,  1995. 

PUBLIC SERVICE COMMISSION 
fi 

ATTEST : 

Executive Director 



CLASS C AND D NATURAL GAS COMPANIES 

ANNUAL REPORT 

OF 

______----------__----------- 
(NAME OF WFSPONIIENTI 

M THE 

PUBLIC SERVICE COMMISSION 
OFKENTUCKY 

730 SCHENKEL LANE 
P.O. BOX 615 

FRANKFORT, KENTUCKY 40602 

FOR THE YEAR ENDED DECEMBER 31, 

- 



PUBLIC SERVICE COMMISSION OF KENTUCKY 

PRINCIPAL PAYMENT AND INTEREST INFORMATION 

FOR THE YEAR ENDING DECEMBER 31, 19- 

1. Amount of Principal Payment during calendar year 9 

2. Ie Principal current? (Yes) (NO) 

3. Is Intereet current? (Yes 1 (NO) 

4. Ham all long-torm debt bean approved by the Public Service 
Commisaion? 

(Yen 1 (No) PSC Case NO. 

SERVICES PERFORMED BY 
INDEPENDEPCCOUNTANT 

Are the financial otatements examined by 8 Certified Public 
Accountant? (Yes)  (No) 

If yea, which service le performed? 

Audit 

Compilation 

R ~ V ~ Q W  

Pleaee encloee a copy of the accountant's report with annu81 
roport. 



AUDIT OF THE ANNUAL REPORT 
CLASS C AND D GAS COMPANIES 

T u e ~ d - I u l ~  



B a l .  Trans. From 

Total Incoma Taxem 

10 15 agrees w i t h  1 4  ( j )  

- 10 16 agreas u l t h  14 
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L i n e  
No. T i t l e  

GENERAL INFQRMATION 

Annual 
Name of S a l a r y  

Of f i ce r  or D i r e c t o r  P r i n c i p a l  Buminem Addreaa and /o r  Fee 

1. 

2.  

3.  

4 .  

5 .  

I? . 

7 .  

8 .  

G i v e  tlie l o c a t i o n ,  i n o l u d i n g  s t reet  (B number and t e l ephone  number & 
a r e a  code of t h e  p r i n c i p a l  o f f i c e  i n  Kentucky. 

Name, t i t1 e, addresm and  t e l ephone  number w i t h  area oode of t h e  pe r son  
t o  be o o n t a c t e d  concerning t h i s  r e p o r t .  

Bane and t i t l e  of o f f i c e r  havin# ou8 tody  of t h o  booka of a c c o u n t ,  ad- 
dress of o f f i c e  and t e l ephone  number w i t h  a r e a  code where the books of 
acoount  are k e p t .  

Name of st a t e  under  the laws of w h i c h  r e sponden t  l e  i n c o r p o r a t e d  and 
d a t e  of i n c o r p o r a t i o n .  I f  i n c o r p o r a t e d  u n d e r  a mpecial  law, g ive  ref- 
e r e n c e  t o  such  law. 

l f  t h e  r e sponden t  c o n t r o l s  or i n  c o n t r o l l e d  b y  any o t h e r  c o r p o r a t i o n ,  
b u s i n e s s  t r u s t .  or s i m i l a r  o r g s n i z a t i o n .  g i v e  a c o n c i s e  e x p l a n n t i o n  of 
the manner und e x t e n t  of c o n t r o l .  

G i v e  t h e  names and a d d r e s s e e  of t h e  t e n  major  s t o c k h o l d e r s  of the res- 
pondent and t!ie v o t i n g  powers of each  a t  t h e  end of the y e a r ,  

G i v s  the number  of f u l l - t i m e  a n d  p a r t - t i m e  employees: 

Name of C i t y ,  Town, Community and County i n  which you f u r n i s h  gas 
s e r v i c e  and the number of cuntomers i n  each. 

PRINCIPAL OFFICERS 

I I I 

10 I I 1 

~~ 

L I I  
B I  I I 

1 



BALANCE SHEET 

8 
2 



L I A U I L I T I E Y  A N D  OTIIER CREDITS 

m 

3 
Q 



ANALYSIS OF GAS U T I L I T Y  PLANT AND ACCWULATED 
PROVISIONS FOR DEPRECIATION, DEPLETION AND AMORTIZATION 

GAS UTILITY P 

DETAIL OF ACCWULATED PROVISION 
FOR DEPRECIATION. DEPLFPION AND 

I J 
4 





~~~ 

ACCUMULATED PROVISION FOR DEPRECIATION, DEPLETION 
AND A&IORTIZATION OF GAS UTILITY PUNT 

CAPITAL STOCK 

Par  Value S t a t e d  Val .  
No. Of P e r  Share P e r  Share O u t 8 t a n d i n ~  
S h a r e s  of P a r  Of Nonpnr Per Bnlance  S h e e t  

C l a m  and Series of S t o c k  Auth. Value S t k .  S t o c k  Sarem Amount 
(a )  C )  (d)  (e )  I f )  

! I 

10 c r e d i t  A d j u s t  meats (de  sorib e) : 
11  

13 T o t a l  C r e d i t .  for Year 

nuu: c I ?1 ! 

I 
o t n l  D o b i t  Adj u a t m e n t s  for Year 1 

~ 

I I I 
I I 

I 
I 

I 
I I 

I 

I I I I I 



Descr ip t ion  O f  ObliRntion 

I I I I 
~ 

I 
I I I I I 

l n t .  Accr. I n t .  Accr. l n t .  Pa id  l n t .  Accr. 
Bnlnnco Curing During Bnlnnco 

Firat O f  Y r  Yonr Year End Of Y r .  

I I I 
I 1 I 

'Po t n  1 1 I t I 

--- I -- I 0 '  7 



, 

OTHER CURRENT A N D  ACCRUED L I A B I L I T I E S  

Sub-Account and Description Amount 

I I I 

3TATEMENT OF RETAINED EARNINGS FOR THE YEAR 

t I I I 
T h i s  Yrur L n s t  Yenr 

( b )  

I I 
I 

o t n l  C r e d i t s  to  UnnuuroD. Re t n i n e d  Earnings I I I T  I 



STATENENT OF INCOME FOR THE YEAR 

47 
'48 
49 

Tnxes Other Thnn Income Taxes(408.2)(from UE. 1 2 )  
Totnl Other Deductions 



GAS OPERATION AND MAINTENANCE EXPENSES 

L i n e  Account Amount 
No. (n) (b) 

I 

2 

= 
S I  NATURAL GAS PRODUCTION AND GATHERING 
6 IT otnl-Acct. No, 710-719(Attnch Schedule by Accounts) I 
7 1  

MANUFACTURED GAS PRODUCTION 

LO 



CAS OPERATION AND MAINTENANCE EXPENSESCCon' t.) 

u n o  Account Amount 
No, (a )  (b) 

CUSMMER SERVICE AND INFORhtATIONAL EXPENSES 
umtomer Serviae and Iniormntionnl ExDensen(907) I 

I I 11 
12 ADMINISTRATIVE AND GENERAL EXPENSES 
13 !Administrntivo nnd Gonernl 3nlnries(020) 

I 
I I 14 loi f ice  Yuwliee nnd Expenses(DZ1) 

13 IAdministrntive ExDenses Trnnsferred-Credit(922) 

26 ITrnnomrtntion Ex~enaes(933) 1 
27 lhlnintennnce of Cenernl Plnnt(935) 
28 I Totnl Admini6trntive nnd General EXDenEe6 I 

NUMBER OF CUSl'OMERS 

.. L A  



ILine 1 tern 
No, ( a )  
1 Pwroll Tnxes 
a Public Service Commission Asaeaament 
3 Other(Specifv): 
4 
5 

I I !  I I 

Amount 
(b) 

1u I I 
11 lm ( 5  nme am p g .  bl. l i  nos 2s Ilr 48) i J 

IAcct. 
, No. 
1 ( a 1  

1 
1%: 1 

Account Aniouii t 
(b) (C) 

Income Tnxed-Eaccarnl 
Income lnxea-rjcnte 

I 
I 

408.1 Income Tuxes-otner 
410.1 Provision For Deferred Income Tnxee 
L . 1  P rovision For Oeferred Income Tnxea-Credit 
11.4 Inveatment Tax Credit Ad-lustmer- "-- 

(b) 
Amortizntion of Li mrted-Term Gnm Plnnt 

405 Amortlzutlon of O t h e r  Cos Plnnt 
406 Amortizntion of Gas Plnnt Acquialtion Ad1 ustments 

1 Amortization of Property Lo snes 
407.5 Amortization of Conversion Expenses 

I Totnl Income TnXi 
I 

(C) 

AMORTIZATION EXPENSE 

I : 'I Account I Amount I 

Totnl Amortiznrion Exv 

' W  
12 



3ALES FOR RESALL-NATURAL GAd(Account #'483) 

1. Report  p a r t i c u l a r s  c o n c e r n i n g  s a l e s  of n n t u r n l  gns d u r i n g  Llia y e a r  t o  o t h e r  Rns U t i l i t i O U  for ra- 
s a l e .  S a l e s  t o  each  customer s h o u l d  be i d a n t i t i c d  i n  column ( c )  where a p p l i c a b l e ,  by r a t e  achedu lo  
d e s i g n a t i o n  c o n t a i n e d  i n  t h e  compnny'tl t a r i f f .  
1.  N a t u r a l  g a s  for t h e  p u r p o s e  of t h i s  s chedu le  means e i ther  n a t u r a l  g a s  unmixed, or uny mixture  Of 
natural  and manufactured g a s .  
3. P o i n t  of d e l i v e r y ,  column (b) should  show nnma of c i t y  o r  town and s t a t e ,  and such  o t h e r  daeig- 
n a t i o n  necesan ry  t o  e n a b l e  i d e n t i f i c a t i o n  on maps of r e s p o n d e n t ' s  p i p e l i n o  sys tcm.  
4.  Designate  any sa les  which a r e  o t h e r  than firm s a l e s ,  i . e . ,  anlea for s t o r a g e ,  e t o .  
5. Where c o n e o l i d a t e d  b i l l s  f o r  m o m  than one po in t  or d e l i v e r y  a r e  r ende red  under  an FhRC r a t 0  
schedu le ,  t h e  s e v e r a l  p o i n t s  of d e l i v e r y  s h n l l  i ~ u  i n d i c a t e d  i n  column ( b )  and t h e  remainder  of t h e  
information r e p o r t e d  on a c o n a o l i d a t e d  b a s i s  cor re spond ing  to t h e  b i l l i n g .  Where, howevor, cOn .Ol i -  
da t ed  b i l l s  for more than o n e  p o i n t  of d e l i v e r y  a r e  n o t  randored  under  an FERC r a t e  aohedu lo ,  t h e  
r e q u i r e d  i n f o r m a t i o n  s h a l l  be f u r n i s h e d  for each  p o i n t  of d e l i v a r y .  
6. Designate  if BTU per c u b i c  foot of gns is d i f f e r e n t  for any d o l i v e r y  p o i n t  from t h a t  shown i n  t h e  
heading of column (d )  

Name of O t h e r  C a s  U t i l i t y  
(Des igna te  Assoc ia t ed  Co) 

(a) 
P o i n t  of D e l i v e r y  

3ovanuo 
For Year 

(see 
Lnst. #b) 

( I )  

Average 
Revenue 
Per 
HCF 
(a) 



c 
L 

OAB PURCHABEd(Aoonunts 730. 731-Chuu C) ( A  ooount 730-Claom D), . Rooort oa r t l cu la ra  o l  mar purchaara d u r l n r  thm yoar. 2. Natural par for tho purposr of c l a r a l l l c a t l o n  Iioroln 1a . . . ~  
i t h o r  nrtuial  are unmlxad; o r  any mixturr o f -na tu ra l  and nanufacturad aaa. C h a m  C na tu ra l  1.8 companlam ~11011 
rovldr aubhardlnga and t o t a l a  l o r  prracrlbed accounta 710-Natural Oaa Purchraaa, and 731-Othar 0.0 Purehamam. 
, WIirra puraliaaoa are from unl t laod  l l a l d a ,  o r  vendor Lr a par tnur rh lp  or Jolnt l n t a r a a t  a r rmgarwnt ,  apaclfy aiicli 
a c t  i n  column (r) m d  glvo nama of u n l t  oporator,  p r lnc ipa l  partnor,  o r  I a r g a r t  m a r  of Jo ln t  I n t a r e a t ,  am rpprop. 
, For ut11 tinad and f l a l d  Una  purchaaan lndlcato tho 9.1 11016 or  production area, county and a t a t a .  6. P k l d  
urcliaaea of l i r i  than 825,000 par y a w  from lndlvldual non-aaaoclrtrd vandorr nay b. groupod by f l e l d a  o r  preductlon 
ream, Show l n  column ( c )  t he  8allar'a lERC r a t e  achadule dralgnatlon and 
ate  of oont rac t ,  lncludlns much d a a i ~ n r t l o n a  t o r  purchama from lndrpandont producarr. 
IIlch thara l a  no roqulrad f l l l n g  o f  an l B R C  r a tu  achcdula a h r l l  be apocle l rd  " ln t raa ta ta" ,  and d a t a l  of  con t rac t r  
l~own. 
chrdule dallgna6lOn and l n  a loo tnot r  glva auprrardad r a t a  achrdular and d a t e  of rupar rar r ion ,  or 4 rucc lnc t  expl r -  
a t i o n ,  
u rcham cont rac t ,  but tho e n t l r a  vo luw o f  8.1 and amount, columna (h) and (1) m o t  ba a h m  l o r  eha purcbaaa undor 
ho p a r t l c u l r r  contract .  

3.  

#liar numbor of purcliaaoa ao groupod. 
Intrastate purchrmam lor 

Il Cor any purcharaa mora than on. r a t e  achadulr worn l n  a f f e c t  dur lng  the yaw,  a h w  tha moat recent r e to  

l l ~ a  Oparrtor'a r i te  achadula daalgnrtlon l a  ou l f l c i an t  I n  caaaa whare thar r  a n  co-ownera undar tha  arm 

7 .  

Rate achrdula dralgnationa arm not  rrqulred w i t h  rmrprct to amall purchaser grouped am par- 

Name of Vondor 
(Uosignito Ammoo. 

Conpinlor P o i n t  of Reooipt 
0 

bpprox. 
3 l l J  Par 
%I. Ft. 
0 

YCF oi  an. 

800 
_o 

14.73 Pimi 



I 
GAS ACCUUNT - NATURAL GAS 

1. The p u r p o s e  of t h i a  s c h e d u l e  is t o  nccount  for t h e  q u n n t i t y  o f  n n t u -  
r n l  Kns r e c e i v e d  nnd d e l i v e r e d  by t h e  r e s p o n d o n t .  N n e u r n l  gna monno 
e i t h e r  n n t u r n l  g a s  unmixed or nny mixture  of n n t u r n l  and m n n u f n c t u r o d  gna.  
2 .  L n t e r  in column ( b )  t h e  MCF no r e p o r t o d  in s c h e d u l e s  i n d i c n t e d  for 
t h e  r e s p e c t i v e  i tems of r e c e i p t s  nnd del iver ies .  
3. I f  t h e  r e s p o n d e n t  o p e r n t e s  two or more rystoms which are not i n t a r -  
c o n n e c t e d ,  s e p n r n t e  s h e d u l e s  s h o u l d  be s u b m i t t e d .  I n s o r t  p n g a s  s h o u l d  
be u s e d  for t h i s  p u r p o s e .  

I I 

. ine  1 
No. 

I tern I MCP 
( 1 4 . 7 3  p s i n  n t  QOOF) I 

1 
2 GAS RECEIVED 

4 N n t u r n l  tins Produced  
3 - 
i D i 9 r i h n m - e .  .. ' ". ....""..". 
6 Nnturnl lies P u r c h n s e s ( A c c t .  s 7 3 0 )  I 
7 O t h e r  tins Purchnsem(Acct .  a731) 
8 O t h e r  Receipts :  ( S u e c l f y )  I " 

10 I I 
11 I 
12 I T o t n l  Receipts  I 
14 
15 GAS DELIVERED 
16 N n t u r n l  G a s  Snloa(anme ns DR. B .col. c , l i n e  9) 
17 O t h e r  D e l i v e r i e s :  ( S p e c i f y )  
18 

20 I I 
21 I Totnl D e l i v e r i e s  1 I 

I * T h i s  t y p e  o f  gas p u r c h a s e  represents m a n u f n c t u r e d  Ens, r e f i n e r y  gas 
or a n y  gas o t h e r  t h a n  n n t u r n l  gns. 

15 



PERTINENT NOTES TO THE EXHIBITS AND SUPPaRTINO 

BCHEDULES CONTAINED I N  THIS ANNUAL REPORT FORY 

16 



OATH 

S t n t e  of ) 

County of ; O m :  

Before me, t h e  undermigned o f f i o e r  du ly  au thor imod to  adminisLer 

o n t h a ,  there  p e r s o n a l l y  appeared  # 
(Namo of r f i i a n t )  

who, b e i n R  f i r a t  eworn by m e ,  s a y a  on o a t h  t h a t  ho ham chnrgo of tho re- 

cords of 
(6xact l e g n l  nnme of company) 

nnd t h a t  the f o r e g o i n g  r e p o r t  in t rue  t o  the b e e t  of h i e  knowlodRo nnd 

b e l i e f ,  nnd t h a t  i t  oovere t h e  p e r i o d  from Jnnua ry  1, 1 U  , t o  
December 31,  19 

( S i g n a t u r e  of n f i i n n t )  

Subsc r ibed  and sworn t o  b e f o r e  me th i .  d a y  of 

19 

~~ 

Notary Publiu, County 01 

My Commiemion expirem 8 le-. 
(SEAL) 
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